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PROPOSED AMENDMENTS TO THE PRELI CENSI NG EDUCATI ON
CURRI CULUM REGULATI ONS PURSUANT TO | NSURANCE CODE
SECTI ONS 1749, 1749.31, AND 1749.6

| NTRODUCTI ON

Pursuant to California Insurance Code Sections 1749, 1749.31, and
1749.6, California Insurance Comm ssioner Harry Low
(" Comm ssioner") proposes anendnents to California Code of
Regul ations, Title 10, Chapter 5, Subchapter 1, Article 6.5,
entitled “Prelicensing and Conti nui ng Education”. The original
regul ations, effective May 17, 1993, were promul gated to provide
specific prelicensing education curriculumrequirenents to
potential |icensees and education providers for conpliance with
the I nsurance Code’s prelicensing education statutes, Sections
1749 et seq. These regulations were anended effective Septenber
of 1996.

Ef fective January 1, 2002, a new class of |license has been
created by statute, specifically AB 393: the personal |ines
br oker-agent |icense. An Energency Regul ation, ER-42, was
pronul gated effective January 1, 2002, and was published prior to
January 1, 2002, to outline the prelicensing educational
curriculumrequired for applicants for the new |icense. The
regul ati on proposed herein would put the Enmergency Regul ation
t hrough the proper rul emaki ng process, resulting in a permanent
regul ati on and m nor anendnments to existing regulations. These
changes need to be made as foll ows:

1) To set forth a detailed outline of the required prelicensing
educational curriculumfor personal |ines broker-agents.

2) To add | anguage to include personal |ines broker-agents in
the existing regulatory structure for prelicensing education.

3) To add | anguage refl ecting changes in subsection nnbers and
effective dates caused by the creation of the personal |ines
br oker-agent |icense, to prevent inconsistencies with
exi sting statutes.



The Legi slature mandates in Section 8 of AB 393 that the
foll owi ng amendnents to the regul ations are necessary to ensure
that AB393 is adequately inplenented.

SPECI FI C PURPCSE AND REASONABLE NECESSI TY OF REGULATI ON

The specific purpose of each adoption, anmendnent, or repeal and
the rationale for the Comm ssioner’s determ nation that each
adoption, anmendnent or repeal is reasonably necessary to carry
out the purpose for which it is proposed is set forth bel ow

SECTI ON 2186.1. Definitions.

Section 2186.1(f)(1) Amrend

Exi sting subsection 2186.1(f)(1) refers to a “student” as an
i ndi vidual who is taking courses as prerequisite to acquiring a
“life agent or fire and casualty broker-agent |icense”.

Thi s subsection has been anended to add the phrase “or personal

| i nes broker-agent license; or,” at the end of the existing
sentence. This anmendment was nade to reflect the existence of a new
class of licensees effective January 1, 2002.

SECTI ON 2187.1. Prelicensing Education for Life Agents.

Section 2187.1(a) Amrend

Exi sting subsection 2187.1(a) refers to California Insurance Code
section 1749(b) as the section pertaining to |life agents.

Thi s subsection has been anended to clarify it and make it
consistent with the California Insurance Code effective January 1,
2002, when the section pertaining to life agents is actually
California Insurance Code section 1749(c).

SECTI ON 2187.2. Prelicensing Education on Ethics and the
| nsurance Code.

Section 2187.2(a) Amrend

Exi sting subsection 2187.2(a) refers to California Insurance Code
section 1749(c) as the section pertaining to fire and casualty
br oker - agent s.

Thi s subsection has been anended to clarify it and make it
consistent wwth the California Insurance Code effective January 1,
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2002, when the section pertaining to fire and casualty broker-agents
is actually California Insurance Code section 1749(d).

SECTI ON 2187.3. Prelicensing Education for Personal Lines
Br oker - Agent s.

Section 2187.3 Adopt

This new y adopted subsection specifies the prelicensing
education curriculumrequired of applicants to obtain a personal
I ines broker-agent license. It is necessary for inplenmentation
of the personal |ines broker-agent |icense created by AB 393.

The new section’ s | anguage and nmuch of its content is consistent
with section 2187, the Prelicensing Education for Fire and
Casual ty Broker-Agents.

| DENTI FI CATI ON OF STUDI ES

There are no specific studies relied upon in the adoption of this
subchapt er.

SPECI FI C TECHNOLOG ES OR EQUI PMENT

Adoption of these regul ati ons woul d not mandate t he use of
speci fic technol ogi es or equi pnent.

ALTERNATI VES

The Comm ssioner has determ ned that no reasonable alternative
exists to carry out the purpose for which the regulations are
proposed or would be as effective or |ess burdensone to affected
private persons than the proposed regul ati ons.

ECONOM C | MPACT ON BUSI NESS

Based on the content of the Form 399 originally submtted in
conjunction with the Enmergency Regul ation, ER-42, the
Comm ssioner has initially determ ned that the proposed

regul ations will not have a significant adverse econom c i npact
on business. Economc costs will only be incurred by education
provi ders who choose to offer prelicensing education curricul um
for personal |ines broker-agent |icensees. There will be no

i nvoluntary costs inposed upon small businesses. The estimted
costs to education providers who elect to devel op and offer
prelicensing coursework for the personal |ines broker-agent
license will be two thousand dollars ($2,000.00). Mintenance of
the course and updates are estimated to cost el even dollars
($11.00) per year. It should be noted that the education
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provi ders who el ect to devel op personal |ines prelicensing
curriculumw Il be collecting revenue for offering the courses,
and therefore any initial fiscal inpact will be absorbed by a
positive revenue flow to the small businesses invol ved. Based
upon an estimated count of education providers, the total cost of
i npl enentation of this curriculumto small businesses as a whol e
i s one hundred sixty thousand dollars ($160, 000.00): eight
hundred busi nesses incurring the initial $2,000 cost. The

Comm ssioner invites interested parties to comrent on whether the
proposed regul ations will have a significant adverse econom c

i npact on busi ness.



